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ABSTRACT 
 
Financial stress is a condition that is becoming more prevalent in today’s society due to factors 
such as high debt levels, low savings and economic recessions.  Research has found that financial 
stress negatively influences employees’ performance at work.  With these increasing pressures on 
personal finances and its interference on work, this study considers whether management should 
attempt to improve employees’ financial well-being.  Management needs to be convinced that their 
actions can improve their employees’ financial well-being.  This study established and measured 
the relationship that the subjective measures financial efficacy and satisfaction with remuneration 
have on financial well-being.  A sample size of 9 057 employees from different sectors in South 
Africa was used. Confirmatory factor analyses were used, as the survey was based on a previously 
developed survey and it was already known which items load onto which factors. Data was 
analysed using Pearson correlation coefficients and multiple regression analysis.  Three 
hypotheses were tested.  Hypothesis 1: There is a relationship between satisfaction with 
remuneration and financial well-being. Hypothesis 2: There is a relationship between financial 
well-being and financial efficacy.  Hypothesis 3: Financial efficacy moderates the relationship 
between satisfaction with remuneration and financial well-being.  The results from this study 
supported all three hypotheses.  Personal financial efficacy and satisfaction with remuneration 
were found to have a strong positive relationship with financial well-being.  The study also 
established that the relationship between remuneration satisfaction and financial well-being was 
stronger in people with higher financial efficacy.  It is argued that management can intervene with 
employees’ financial well-being by improving financial efficacy through financial education and 
by improving their satisfaction with remuneration. Satisfaction with remuneration can be 
increased by increasing actual remuneration and benefits, addressing administrative issues of the 
pay system, addressing staff morale or by increasing financial efficacy. Staff with higher well-
being will contribute to the better performance of the entity. 
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INTRODUCTION 
 
 n recent times, financial literacy has gained the attention of a wide range of interested parties, such as 
major banking companies, government agencies, grass-root consumers and community interest groups 
(Louw, Fouché, & Oberholzer, 2013). Linked to a lack of financial literacy is financial stress, a 
condition that is experienced by society with increasing frequency (Kim, Garman, & Sorhaindo, 2003; Garman, 
Leech, & Grable, 1996; Garman et al., 2004). The ongoing current worldwide recession, worries about inadequate 
savings, consumerism and debt accumulation are all contributing to the increase in financial stress.  The current 
economic downturn caused the financial pressures of households to increase (Kim & Garman, 2004; Weller & 
Logan, 2009).  According to Molitor (2010), Americans are still stressed about their financial situation even if it 
appears that the economy is recovering, indicating that there are other factors that also contribute to financial stress. 
I 
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People know they should save, but they do not save. People need to save 15% of their disposable income for 30 
years in order to receive 50% of their current salary during retirement (Dutkiewicz, Levin, & Dukhi, 2007).  A 
savings ratio below this 15% is likely to increase the pressure on the current and future financial situation.  German 
households saved 10% (Trading Economics, 2013a) of their disposable income, whereas American households only 
saved between 4.5 and 5.2% (Trading Economics, 2013b) during the third quarter of 2013.  The saving situation 
appears even more grim in South Africa, where households saved -0.02% of their disposable income in the second 
quarter of 2013 (South African Reserve Bank [SARB], 2013).  These low saving ratios will increase pressure on 
personal finances and are likely to be a burden on personal financial well-being. The household debt to disposable 
income ratio of Canada was 161.8% in the first quarter of 2013 (Statistics Canada, 2013) and New Zealand’s was 
146.2% (Reserve Bank of New Zealand [RBNZ], 2013).  South Africa’s household debt to disposable income ratio 
for the second quarter in 2013 was 75.8% (SARB, 2013).  Generally, a household debt to income ratio above 40% is 
associated with financial difficulty (Bank of America, 2011; Xiao & Yao, 2011).  Considering that the average 
household’s debt to income ratio exceeds 40%, it becomes clear that households are highly over-indebted.  The 
consumerism-driven economy and credit card system tempt young adults to incur debt, which has been found to 
have a negative impact on young adults’ financial well-being (Shim, Xiao, Barber, & Lyons, 2009).  Shim and Xiao 
et al. (2009) found that high debt is also associated with low financial satisfaction.  Low financial satisfaction, in 
turn, was found to be related to low overall life satisfaction (Shim, Xiao et al., 2009).     
 
From the above discussion, it can be construed that most people have high financial stress levels 
considering the numerous pressures on personal finances and the fact that many people’s financial situation is 
unfavourable.  Joo (1998) and Garman et al. (2007) established that a person’s financial stress is associated with 
his/her financial well-being. Considering that financial well-being is associated with financial stress, it is expected 
that increasing pressures on personal finance will increase the level of financial stress and pose a threat to personal 
financial well-being and eventually overall well-being. Because financial well-being is threatened by common 
financial pressures, will this lowered financial well-being have an effect on a person’s performance at work?   
 
Employees with high financial stress and low financial well-being tend to be more frequently absent from 
work (Kim & Garman, 2003).  It has also been found that worker productivity and workers’ financial well-being are 
positively related (Joo, 1998; Joo & Garman, 1998).  Employees’ financial concerns impede their work and they use 
time at work to attend to financial issues (Bagwell, 2000; Kim, 2000; Kim, Sorhaindo, & Garman, 2006; Garman et 
al., 2005; Kim & Garman, 2004).  Kim and Garman (2003) also found financial stress to be negatively related to 
organisational commitment, while Kim (1999) found financial well-being to be positively related to organisational 
commitment.  The above-mentioned references show that a lack of financial well-being can have a negative impact 
on employees’ work performance.  The need for more research regarding financial stress and its impact on the 
workplace has been expressed by various researchers (Kim & Garman, 2003; Bagwell, 2000).  Therefore, the 
problem investigated in this study is the fact that further research in this area is necessary in order to understand the 
relationship between factors affecting personal financial well-being in order to convince management that improving 
employees’ financial well-being will add value to the company (Kim & Garman, 2003; Bagwell, 2000). This will 
also assist in identifying the most suitable and effective interventions to incorporate as part of an employee wellness 
plan. If employee financial wellness is effectively addressed, it will contribute to the financial wellness of the larger 
population. 
 
To fill this knowledge gap, the purpose of the study is to establish and measure the relationship of the 
subjective measures financial efficacy and satisfaction with remuneration, identified from the literature, with 
personal financial well-being. The research fulfils this purpose by means of a large sample survey from which the 
data was used to measure and explain the relationships. The current study therefore contributes to research regarding 
the return on investment of intervention programmes aimed at increasing personal financial well-being. 
 
 The remainder of the paper is organised as follows: The next section provides a background to the study, 
followed by a section that sets out the detailed objectives and hypotheses, then a section to explain the research 
methodology. This is followed by a section that reveals the findings and the study is summarised, discussed and 
concluded in the final section. 
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BACKGROUND 
 
Conceptual Scope And Definition 
 
 Based on research by Porter (1990), financial well-being can be defined as objective and subjective aspects 
of a person’s financial situation evaluated against standards of comparison to form a person’s opinion of his/her 
financial situation.  “Financial well-being is about effectively managing your economic life.  People with high 
financial well-being manage their personal finances well and spend their money wisely” (Rath, Harter, & Harter, 
2010).  For the purposes of this study, financial well-being is defined as objective and subjective aspects that 
contribute to a person’s assessment of his/her current financial situation.  Financial efficacy is defined as a person’s 
perceived capability to control his/her personal finances (Lapp, 2010; Postmus, 2011).  Fox and Bartholomae (2008) 
defined financial efficacy as “knowledge and ability to influence and control one’s financial matters”.  In this study, 
financial efficacy is interpreted as a person’s satisfaction with/confidence in his/her level of financial knowledge and 
his/her ability to meet financial objectives.  Satisfaction with remuneration incorporates satisfaction with level of 
remuneration, remuneration structure and raises (Kim, 2000).  A person’s satisfaction with remuneration refers to 
the difference between the amount a person believes he/she should receive and the amount he/she believes he/she 
did receive (Lawler, 1971).  Therefore, the following understanding of the term is used in the study; satisfaction with 
remuneration is a person’s attitude towards the adequacy of his/her remuneration package. 
 
Literature Review 
 
Above and beyond the fact that increasing the financial well-being of employees needs to add value to the 
business, management can meet their moral obligation by looking after the well-being of their employees.  Drawing 
and retaining quality employees are very important for the success of an entity. As a result, ensuring employees’ 
well-being should be one of the entity’s non-financial objectives (Woods, 2002; Ogilvie, 2008).  Personal finances 
are one of the aspects that have been found to affect overall well-being (Kahneman & Deaton, 2010; Ogilvie, 2008; 
Rath et al., 2010; Charles, Danziger, Pounder, & Schoeni, 2006; Mills, Grasmick, Morgan, & Wenk, 1992; Pittman 
& Lloyd, 1988).  With increasing financial pressures threatening financial well-being, this will affect a person’s 
overall well-being.  In order to meet their non-financial objectives, management can aim to improve financial well-
being in an attempt to improve the overall well-being of employees.   
 
Considering that employees who are financially more sound’s personal finances have a smaller interference 
at work, it seems that employees who are more financially sound will benefit an organisation.  As a result, 
management should consider ways in which they can increase employees’ financial well-being in order to ensure 
less interference at work.  This will therefore not only benefit the employee, but also the organisation, resulting in a 
win-win situation. Garman et al. (2005) have suggested the following possible ways to increase financial well-being; 
to evaluate and improve spending behaviours, increase income, manage debt more effectively, and seek financial 
education in the workplace. Two methods were identified for further analysis and discussion in this study.  Firstly, 
the level of remuneration can be increased (Garman et al., 2005).  Other researchers have also included income level 
as one of the objective measures of financial well-being (Kahneman & Deaton, 2010; Joo, 1998; Leach, Hayhoe, & 
Turner, 1999; Hayhoe & Wilhelm, 1998; Wilhelm, Varcoe, & Fridrich, 1993).  Since the measurement of financial 
well-being includes the remuneration level, it should theoretically increase financial well-being when the level of 
remuneration is raised.  Secondly, researchers have suggested that employers should provide employees with 
financial education programmes (which may include ways to manage debt better and improve spending behaviours) 
in order to improve personal financial well-being (Bagwell, 2000; Kim, 2000; Kim et al., 2006; Kim & Garman, 
2003; Bailey, Woodiel, Turner, & Young, 1998; Kim & Garman, 2004; Kim, 2008; Garman, Kim, Kratzer, 
Brunson, & Joo, 1999; Prawitz & Garman, 2009; O'Neill, Xiao, Sorhaindo, & Graman, 2005; Hira & Loibl, 2005; 
Garman et al., 2005; Taft, Hosein, & Mehrizi, 2013).  A summary of the literature regarding the methods follows. 
 
Increase In Remuneration Level 
  
An increase in remuneration may well be the easiest alternative. The first problem, however, with 
increasing remuneration is that a business has limited resources at its disposal.  A remuneration increase can only be 
sustained up to a certain point.  Secondly, it is uncertain whether employees’ financial well-being will substantially 
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increase after an increase in remuneration level.  Some researchers found that an increase in remuneration only leads 
to a small increase in well-being (Frey & Stutzer, 2000; Diener, Sandvik, Seidlitz, & Diener, 1993; Oswald, 1997; 
Easterlin, 1974; Binder & Coad, 2011).  Others have found that an increase in remuneration does not increase 
subjective well-being; as remuneration increases, the desire for worldly possessions also increases, leaving 
subjective well-being at the same level (Diener, 2000; Easterlin, 1995; Easterlin, 2001).  Subjective well-being can 
be defined as a person’s overall happiness with life (Binder & Coad, 2011).  It has also been stated that an increase 
in remuneration increases a person’s desire and, therefore, if there is any increase in well-being, it will be only 
temporary (Diener, Suh, Lucas, & Smith, 1999).  Low financial well-being is also not a condition that exists only 
among employees with a low level of remuneration, it exists across all remuneration levels (Garman et al., 2005; 
D’Acci, 2010).  It seems that the actual level of remuneration is not the only factor of remuneration contributing to a 
person’s financial well-being. 
 
Bearing in mind that an increase in remuneration will at most have a small impact on well-being, other 
possibilities need to be considered in order to achieve a sustainable increase in employees’ financial well-being.  
Garman et al. (2004) and Porter (1990) stated that objective measures (factual measures, such as income, which are 
not influenced by one’s belief) of financial well-being are only part of the financial well-being story.  Garman et al. 
(2004) observed that people in the same financial situation showed different levels of distress and concluded that 
one’s perception of financial issues is a key component of personal financial well-being.  Strumpel (1976), Joo 
(1998) and Porter (1990) proposed the inclusion of satisfaction with remuneration as one of the subjective measures 
of financial well-being. Considering that subjective measures of financial well-being are just as important as 
objective measures, will an increase in satisfaction with remuneration, rather than an increase in the remuneration 
level, increase financial well-being?  If management focuses on employees’ satisfaction with remuneration 
(subjective) instead of actual remuneration (objective), will this improve financial well-being?  
 
Literature on satisfaction with remuneration has shown that satisfaction with remuneration is a concept 
with multiple components (Kim, 1999; Heneman & Schwab, 1985; Ash, Bretz, & Dreher, 1990).  Lawler (1971) 
defined satisfaction with remuneration as the difference between the amount a person believes he/she should receive 
and the amount he/she believes he/she did receive.  Measurements of satisfaction with remuneration include 
satisfaction with the pay system administration (Dyer & Theriault, 1976; Weiner, 1980; Ash et al., 1990; Kim, 
Mone, & Kim, 2008), income level increase (Spector, 1997; Prawitz & Garman, 2009; Kim, 2000, Ash et al., 1990), 
benefits (Heneman & Schwab, 1985; Kim et al., 2008), remuneration structure (Kim, 2000), belief that pay-for-
performance is reasonable (Spector, 1997; Prawitz & Garman, 2009) and satisfaction with the level of remuneration 
(Ash et al., 1990; Kim et al., 2008; Kim, 2000).  Because satisfaction with remuneration is a multi-dimensional 
construct, it is expected that satisfaction with remuneration can be influenced by various aspects. Previous research 
regarding the relationship between financial well-being and remuneration satisfaction found that financial well-
being is positively related to satisfaction with remuneration (Kim, 2000). Kim and Garman (2004) also found 
significant negative correlations between employees’ financial stress and satisfaction with remuneration.  Kim 
(2000) expressed the need for more research on the relationship between remuneration satisfaction and financial 
well-being.  
 
This study will conduct further research on the relationship between satisfaction with remuneration and 
financial well-being, using a demographic group from a developing country (i.e. South Africa) and a larger number 
of participants when compared to previous studies.  The study will also, for the first time, quantify the relationship 
within the sample of participants.  
  
Financial Education 
 
Considering that financial education has been identified in research as a factor that could potentially benefit 
financial well-being, what are the advantages of more financially literate individuals?  An increase in financial 
literacy has been found to decrease financial stress (Calamato, 2010; Steen & MacKenzie, 2013) and increase 
financial well-being (Garman et al., 1999; Holland, Goodman, & Stich, 2008, Kumaran, 2013).  In addition, 
research has also shown that financial literacy increases a person’s financial efficacy (Fox & Bartholomae, 2008; 
Lapp, 2010; Postmus, 2011).  Postmus (2011) and Shim, Barber, Card, Xiao, and Serido (2009) found that financial 
literacy alone is not enough to ensure control over personal finances; financial efficacy is equally as important. 
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Lapp's (2010) finding that higher financial efficacy predicts fewer financial problems (i.e. more control over 
personal finances) supported this notion.  Upon further inspection of the efficacy concept, it was noted that higher 
self-efficacy motivates people to try harder to master challenges (Bandura, 1977). Will increased financial efficacy 
enable a person to overcome financial difficulty more easily and effectively increase his/her financial well-being?   
 
Some researchers have indirectly studied the relationship between financial efficacy and financial well-
being.  Xiao, Tang, Serido, and Shim (2011) divided perceived behavioural control into financial efficacy and 
controllability.  Perceived behavioural control (which includes financial efficacy) was found to have a positive 
relationship with good financial behaviours (Shim, Barber et al., 2009; Xiao et al., 2011; Shim, Xiao et al., 2009; 
Staten & Johnson, 2010).  Good financial behaviour, in turn, was found to have positive relationships with financial 
satisfaction (Staten & Johnson, 2010) and an aversion to debt (Shim, Xiao et al., 2009).  Debt was one of the 
objective indicators used by Shim and Xiao et al. (2009) in order to determine the level of financial well-being.  
Therefore, financial efficacy (as part of overall perceived behavioural control) was found to indirectly have a 
positive relationship with financial satisfaction and financial well-being. Perceived behavioural control was also 
found to have a positive relationship with financial satisfaction (Shim, Barber et al., 2009; Shim, Xiao et al., 2009) 
and ability to cope with financial strain (Shim, Xiao et al., 2009).  Some researchers use financial satisfaction as a 
measure of financial well-being (Joo, 1998; Shim, Xiao et al., 2009; Wilhelm et al., 1993).  Shim and Xiao et al. 
(2009) used ability to cope with financial strain as a measure of financial well-being.  One can conclude that 
financial efficacy (as part of perceived behavioural control) has a positive relationship with financial well-being 
measurement instruments.   
 
Financial efficacy is influenced by a person’s financial literacy and financial ability (Fox & Bartholomae, 
2008); therefore, will increased financial efficacy (due to an increase in financial literacy) lead to increased financial 
well-being?  Further research into the direct relationship between financial well-being and financial efficacy will be 
conducted in the current study.  The study will consider whether such relationships exist for the South African 
demographic profile described in the research methodology section. 
 
OBJECTIVES AND HYPOTHESES 
 
The main objective of this study is to establish and measure the effect that the subjective measures financial 
efficacy and satisfaction with remuneration have on personal financial well-being. Personal financial well-being 
influences a person’s overall well-being (Ogilvie, 2008; Rath et al., 2010; Charles et al., 2006; Mills et al., 1992; 
Pittman & Lloyd, 1988), which, in turn, influences a person’s work (Kim & Garman, 2003; Joo, 1998; Joo & 
Garman, 1998; Bagwell, 2000; Kim, 2000; Kim et al., 2006; Garman et al., 2005; Kim & Garman, 2004).  If one 
can determine which factors influence a person’s financial well-being and to what extent those factors influence 
financial well-being, constructive interventions can be designed to improve employees’ financial well-being and 
work outcomes.  Therefore, this research focuses on whether there is a relationship between financial efficacy, 
satisfaction with remuneration and personal financial well-being and exactly what the relationship is. In line with the 
objectives, the following hypotheses (as depicted in Figure 1) are tested in the study. 
 
The hypotheses are graphically illustrated in Figure 1. 
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Figure 1: Hypothesised Relationship Between Variables 
 
H1: There is a relationship between satisfaction with remuneration and personal financial well-being. 
H2: There is a relationship between personal financial well-being and personal financial efficacy. 
H3: Personal financial efficacy moderates the relationship between satisfaction with remuneration and personal 
financial well-being. 
 
RESEARCH METHODOLOGY 
 
This research study was conducted in the positivism paradigm.  Statistical analyses (scientific 
methodologies) were used in this research in order to obtain an understanding of social and psychological concepts 
(The Open University, 2011).  Experimental science has been adopted by positivists in order to use statistical 
methods of analysis on quantitative data to measure social occurrences and conclude on relationships found between 
variables (The Open University, 2011). 
 
A quantitative, non-experimental cross-sectional design was applied in the study. The empirical research 
was based on existing data supplied by Afriforte (Pty) Ltd (Afriforte). 
 
Sampling 
 
The data was collected by Afriforte by means of the South African Employee Health and Wellness Survey 
(SAEHWS) (De Beer, Rothmann Jr., & Pienaar, 2012; Rothmann & Rothmann, 2007) on a secure website.  
Respondents were provided with a detailed description of the purpose of the study and were assured of the 
confidentiality of their responses prior to completing the questionnaire. Informed consent was provided by the 
respondents and it took them between twenty and thirty minutes to complete the questionnaire. Participation in the 
survey was voluntary. Permission was also granted by the management of each organisation to conduct the research 
and to use the data anonymously for research purposes. A sample of 13 000 persons were invited to participate in the 
research project of which 9 057 employees voluntarily participated (70% up-take to the survey).   
 
Survey Validity 
 
The survey questions must be aligned with the objective of the research in order for the outcome to be 
meaningful (Taylor-Powell & Hermann, 2000).  Proper planning was conducted and the questionnaire was 
developed to examine the main and secondary objectives of the research study. As managerial consent and 
information regarding the purpose of the questionnaire were provided beforehand, employees were aware of the 
survey’s relevance and importance. To ensure that participants answer the questions thoroughly and remain focused, 
a standardised sliding-scale questionnaire was used, making it possible to provide their own perspective within the 
context of the questions.  
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Measuring Instruments 
 
The three measuring instrument categories used in this analysis of the survey data are financial efficacy, 
satisfaction with remuneration and financial well-being.  The questionnaire was a four-point scale marked from 
“Strongly Disagree” to “Strongly Agree”. The following are examples of questions asked in order to measure the 
participants’ level of financial well-being, financial efficacy and remuneration satisfaction: 
 
- Financial efficacy: “I feel that I have the necessary skills to manage my finances.” 
- Satisfaction with remuneration: “I am paid enough for the work that I do.” 
- Financial well-being: “I am prepared for unexpected expenses that might occur during the month.” 
 
Factor scores were created in a confirmatory fashion, i.e. the items representing the factors were grouped 
together. The alpha coefficients for all of the constructs were acceptable: α ≥ 0.70. 
 
Statistical Analysis 
 
SPSS was used to perform statistical analysis.  SPSS software is used for the statistical analysis of data and 
hypothesis testing (International Business Machines [IBM], 2013).  Descriptive statistics were used to determine 
how the data was distributed. A confirmatory factor analysis was used as the survey was based on previous research 
findings and it was already known which items load onto which factors (De Beer, Rothmann Jr., & Pienaar, 2012; 
Rothmann & Rothmann, 2007). Pearson product-moment correlation coefficients were calculated to establish the 
relationship between variables (hypotheses 1 and 2).  For hypothesis 3, multiple regression analysis was used to test 
the hypothesised moderating effect. 
 
ANALYSIS OF RESULTS 
 
The results are presented as the profile of the participants, descriptive statistics of the three measures and 
hypotheses testing. 
 
Profile Of Participants 
 
In total, 9 057 employees (80.9% male and 19.1% female) of whom 19.9% were single, 0.8% engaged, 
73.9% married, 4.8% divorced and 0.7% were a widow or widower participated. Table 1 provides further details 
about the participants’ characteristics. The sample consisted of employees from different sectors in South Africa.  
The majority (56.7%) of respondents were employed in the mining industry and 30.7% of the respondents are 
employed by the manufacturing industry.  The remaining 12.6% of respondents are from the academic, call centres, 
engineering, government and other industries.  Of all the participants, 23.8% had a three-year or higher 
degree/diploma, the remainder of the participants (76.2%) had a grade 12 education or lower.   
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Table 1: Characteristics Of The Participants (n = 9 057) 
Item Category Frequency Percentage 
Sector Academic 304 3.4 
 
Call centres 35 0.4 
 
Engineering 277 3.1 
 
Financial 126 1.4 
 
Government 226 2.5 
 
Manufacturing 2783 30.7 
 
Mining 5137 56.7 
 
Other 169 1.9 
Qualification Grade 8 1731 19.1 
 
Grade 9 82 0.9 
 
Grade 10 463 5.1 
 
Grade 11 195 2.2 
 
Grade 12 4432 48.9 
 
3-year degree/diploma 1215 13.4 
 
4-year degree/diploma 527 5.8 
 
5- to 7-year degree 93 1.0 
 
Master’s degree 257 2.8 
 
Doctoral degree 62 0.7 
 
Descriptive Statistics Of The Three Measures 
 
The descriptive statistics of the three measuring instruments (Financial well-being, Remuneration 
satisfaction and Financial efficacy) are provided below in Table 2.  Of the 9 057 employees who participated in the 
survey, only 8 414 of the participants answered the questions relating to these three measuring instruments. 
 
Table 2: Descriptive Statistics Of Measuring Instruments (n=8 414) 
Item* Min Max M** SD*** Skewness Kurtosis 
FWB 6.00 24.00 13.96 3.83 0.15 -0.34 
FE 3.00 12.00 8.81 1.79 -0.40 0.45 
SR 3.00 12.00 6.02 2.57 0.61 -0.49 
*FWB = Financial well-being; SR = Remuneration satisfaction; FE = Financial efficacy  
** M = Mean 
*** SD = Standard deviation  
 
The average financial well-being score was 13.96 (SD = 3.83).  Financial efficacy’s mean was 8.81 (SD = 
1.79) and satisfaction with remuneration’s mean was 6.02 (SD = 2.57).  Data is considered to be roughly normally 
shaped when skewness and kurtosis values range from -1 to 1 (Huck, 2012).  The table shows that the skewness and 
kurtosis of all three variables fall within this range; therefore, all three variables are considered to be normally 
distributed.  Normally distributed data implies that most of the scores are equally distributed (Field, 2009).  
Determining the distribution of data is important as certain statistical analyses (for example, regression analysis) 
assume that the data is normally distributed (Field, 2009). 
 
Testing Hypotheses 1 And 2 
 
A Pearson product-moment correlation coefficient was calculated to determine whether a relationship 
exists between financial efficacy and financial well-being; as well as a relationship between satisfaction with 
remuneration and financial well-being.  The correlation matrix summarises the findings in Table 3. 
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Table 3: Pearson Correlation Coefficients 
Item Financial Efficacy Financial Well-Being Remuneration Satisfaction 
Financial efficacy 1.00 
  
Financial well-being 
.50** 
.000 
1.00 
 
Remuneration satisfaction 
.29* 
.000 
.63** 
.000 
1.00 
* Correlation is practically significant 0.24 ≤ r ≥ 0.36 (medium effect) 
** Correlation is practically significant r ≥ 0.37 (large effect) 
 
The strength of the relationship was determined using Cohen’s (1988) guidelines; small effect size when 
0.1 ≤ r ≤ 0.23, medium effect size for 0.24 ≤ r ≤ 0.36 and large effect size for r ≥ 0.37.  The results shown in Table 3 
support hypothesis 1 and a positive correlation was found between financial well-being and satisfaction with 
remuneration (r = 0.631, p = 0.000, two tails).  The correlation is statistically significant (p < 0.05) as well as 
practically significant (large effect, r ≥ 0.37).  As a result, a person with high remuneration satisfaction will tend to 
have a higher level of financial well-being and vice versa.  The results also supported hypothesis 2, showing that 
there is a positive correlation between financial efficacy and financial well-being (r = 0.501, p = 0.000, two tails).  
This correlation was also found to be statistically significant (p < 0.05) and practically significant (large effect, r ≥ 
0.37).  Consequently, people with higher financial efficacy tend to be more financially sound and vice versa.  
 
Testing Hypothesis 3 
 
A multiple linear regression analysis was conducted in order to determine whether financial efficacy 
moderates the relationship between financial well-being and remuneration satisfaction.  The moderator is the 
variable that influences the relationship between two other variables (Baron & Kenny, 1986).  The results are 
displayed in Table 4. 
 
Table 4: Multiple Regression Analyses With Financial Well-Being As Dependant Variable 
Model* 
Unstandardised 
Coefficients 
Standardised 
Coefficients T Sig. F# R
2
 R
2
Adj ∆R
2
 
B SE Β 
1 (constant) 13.96 .03  476.64 .000 4358.384 .51 .51 .51 
SR .79 .01 .53 66.41 .000     
FE .75 .02 .35 43.67 .000     
2 (constant) 13.83 .03  461.63 .000 3075.614 .52 .52 .01 
SR .76 .01 .51 63.24 .000     
FE .78 .02 .36 45.85 .000     
SR x FE .10 .01 .12 15.84 .000     
* SR = Satisfaction with remuneration; FE = Financial efficacy  
# Statistically significant (p = .000)  
 
In Model 1, financial efficacy and satisfaction with remuneration were added as predictors of financial 
well-being.  A significant regression equation was found (F(2,8411) = 4358.384, p < .05) with an R
2
 of .509.  This 
indicates that 50.9% of the variance in financial well-being can be explained by Model 1. It also indicates that 
financial efficacy and remuneration satisfaction combined significantly predicts financial well-being.  Both financial 
efficacy (β = .349, p = .000) and remuneration satisfaction (β = .53, p = .000) were found to have a significant 
impact on financial well-being. 
 
The interaction between financial efficacy and satisfaction with remuneration was added as a predictor of 
financial well-being in order to construct Model 2.  The addition of the interaction term resulted in a ∆R² of .014, 
which supports the presence of a moderating effect (F(1,8410) = 3075.614, p < .05).  The interaction term accounted 
for an additional 1.4% of the variance in financial well-being.  A significant moderating effect was found in the 
relationship between financial well-being and remuneration satisfaction (β = .122, p = .000). The effect size was 
calculated based on the ƒ2 statistic that was proposed in Aiken and West (1991) and an effect size of 0.029 was 
calculated.  According to Aguinis, Beaty, Boik, and Pierce (2005), an optimistic proposition for more realistic effect 
size categories is 0.005 (small), 0.01(medium) and 0.025 for large.  Therefore, one can argue that the moderating 
relationship found has a large practically significant effect. 
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Figure 2 was plotted in order to clarify the moderating relationship found.  The figure predicts financial 
well-being for three levels of financial efficacy and satisfaction with remuneration.  The low level refers to 1 SD 
below mean of the particular predictor, whereas the high level refers to 1 SD above the mean and medium refers to 
the mean.   
 
Figure 2: Interaction Effects Of Financial Efficacy And Satisfaction With Remuneration In Predicting Financial Well-Being 
 
 
 
The higher the financial efficacy is, the steeper the slope will be. This indicates that an interactive effect 
does indeed exist.  Hypothesis 3 is supported and it was found that financial efficacy moderates the relationship 
between financial well-being and remuneration satisfaction.  The relationship between financial well-being and 
remuneration satisfaction is stronger in individuals with high financial efficacy (Figure 2).   
 
DISCUSSION 
 
This study investigated the effect that the subjective measures financial efficacy and satisfaction with 
remuneration have on personal financial well-being. In total, 9 057 persons participated in the study. The study 
confirmed that a strong positive relationship exists between financial efficacy, satisfaction with remuneration and 
personal financial well-being. The correlations are statistically significant as well as practically significant for the 
sample.  It was shown that 50.9% of the variance in financial well-being can be explained by financial efficacy and 
satisfaction with remuneration. This correlation between these two variables supports the inclusion of financial 
efficacy and satisfaction with remuneration as a measure of financial well-being (Strumpel, 1976; Joo, 1998; Porter, 
1990).   
 
These results also support Kim's (1999; 2000) findings that remuneration satisfaction is positively related to 
financial well-being. The positive relationship found between financial well-being and satisfaction with 
remuneration indicates that if management increases employees’ satisfaction with remuneration, and not necessarily 
only the level of remuneration, it is expected that their financial well-being will benefit. Satisfaction with 
remuneration is a concept with multiple components (Kim, 1999; Heneman & Schwab, 1985; Ash et al., 1990); 
therefore, an improvement in one of the components is expected to have a positive effect in financial well-being.  
Consequently, above and beyond financial education, management can improve benefits (Heneman & Schwab, 
1985; Kim et al., 2008), improve pay system administration (Dyer & Theriault, 1976; Weiner, 1980; Ash et al., 
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1990; Kim et al., 2008), make employees feel valued or ensure that pay-for-performance is reasonable (Spector, 
1997; Prawitz & Garman, 2009) in an attempt to improve employees’ financial well-being.   This relationship 
between financial well-being and remuneration satisfaction suggests that an increase in the one concept is expected 
to result in an increase in the other concept.  
 
From the literature, and as identified from own experience, management can therefore increase satisfaction 
with remuneration and eventually financial well-being by: 
 
- Increasing the actual remuneration and benefits to employees. This may not be affordable on the long run 
as entities have limited resources.  From the literature, it is also evident that addressing satisfaction with 
remuneration in this way only has a limited long-term effect. 
- Addressing administrative issues of the pay-system and remuneration structure. This could include a 
smooth and efficient appointment and promotion process, leave-taking process and a reliable physical 
payment process.  It could also include clear policies regarding promotion, salary structures and bonuses.  
This should be an easy matter to address and should not cost the entity too much. 
- Addressing staff morale with regard to remuneration. This means that pay and bonuses are clearly linked to 
performance and the system is understood by employees and perceived to be fair and consistent. This may 
entail salary benchmarking and engaging frequently with staff. This matter is perhaps more difficult and it 
may be advisable to get in consultants in this regard. 
- Increasing financial efficacy as discussed further on. 
 
Financial well-being and financial efficacy were also found to have a strong positive relationship.  Previous 
research indicated that financial efficacy (as part of the larger concept perceived behavioural control) had a positive 
relationship with financial well-being (Shim, Barber et al., 2009; Shim, Xiao et al., 2009).  The current study shows 
that financial efficacy of its own accord tends to be associated with higher financial well-being.  This finding also 
supports Lapp's (2010) finding that financial efficacy leads to fewer financial problems, which, in turn, affected 
financial well-being positively.  Previous research has indicated that increased financial literacy is associated with 
increased financial efficacy (Fox & Bartholomae, 2008; Lapp, 2010; Postmus, 2011). The relationship found 
between financial well-being and financial efficacy therefore indicates that increased financial literacy (from 
financial education) is expected to benefit financial well-being due to increased financial efficacy. Employers can 
therefore increase the financial efficacy and eventually personal financial well-being by: 
 
- Offering financial literacy training as part of their employee wellness campaigns. 
- Providing financial support and advice services through registered financial advisors. 
   
It was additionally indicated that financial efficacy moderates the relationship between financial well-being 
and remuneration satisfaction. The interaction term accounted for an additional 1.4% of the variance in financial 
well-being, with a large practical significance.  
 
This moderating relationship indicates that as a person’s financial efficacy increases, so does the strength of 
the relationship between remuneration satisfaction and financial well-being.  This is further evidence that increased 
financial efficacy can be beneficial to financial well-being through satisfaction with remuneration. Employees who 
can better manage their finances will experience better financial well-being and higher satisfaction with 
remuneration.  This study strongly supports the notion that comprehensive financial education (that increases 
financial literacy) can be advantageous for financial well-being, due to the relationship found between financial 
efficacy and financial well-being as well as the moderating effect of financial efficacy through satisfaction with 
remuneration. 
 
The results therefore support all three of the hypothesised relationships. Employees’ financial well-being 
interferes with their work life by affecting absenteeism (Kim & Garman, 2003), productivity (Joo, 1998; Joo & 
Garman, 1998) and organisational commitment (Kim, 1999). The current study adds to research intended to 
convince management that intervention programmes aimed at improving financial well-being can add value to the 
company as well as benefit the employee personally.  Two concepts were studied to determine their relationship 
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with financial well-being.  These two concepts (financial efficacy and satisfaction with remuneration) did indeed 
have a positive relationship with financial well-being.  Therefore, intervention programmes addressing these two 
concepts are expected to result in a significant increase in a person’s financial well-being, since 52.3% of the 
variance in financial well-being was explained by these variables.     
 
CONCLUSION 
 
The study aims to convince management that they can affect employees’ financial well-being by positively 
influencing employees’ satisfaction with remuneration and financial efficacy. A positive correlation was found 
between financial well-being and remuneration satisfaction.   
 
The contribution of this study is threefold. Previous studies did not study the possibility of a direct 
relationship between financial efficacy and financial well-being, nor did they quantify the relationship between 
financial efficacy, satisfaction with remuneration and financial well-being. Furthermore, the samples used in 
previous research on financial efficacy and financial well-being were relatively small. This study investigated the 
relationship between financial well-being and financial efficacy with a significant sample of participants from the 
South African population and quantifies the relationship. The increasing pressures on personal finance pose a threat 
to financial well-being and interfere in the workplace.  Management needs to be convinced that it is beneficial to the 
company to ensure the financial well-being of employees. The current study considered concepts that can be used by 
management to ultimately ensure that employees are financially sound. Furthermore, as indicated in the 
introduction, research has shown that a lack of financial well-being can have a negative impact on employees’ work 
performance. Financial literacy training may therefore eventually benefit the entity as employees are more attentive 
due to less personal finance destruction. 
 
The participants in the study completed the survey willingly; as a result, the sample used for the current 
study is a convenient sample (Salkind, 2007). One of the limitations of convenience samples is that the findings 
cannot be generalised past the population included in the study (Salkind, 2007).  A limitation of the current study 
was that a convenient sample was used, which consisted of people employed in South Africa in certain industries.  
Therefore, any findings in this study cannot be generalised for the whole of South Africa, suggesting that it is 
possible that the same results will be obtained with a different population.  The survey data was collected over a 
certain period of time and results cannot be generalised to past and future situations. Despite the limitations, the 
large number of participants and statistical correlations deducted add to the current body of knowledge on financial 
wellness. This is also the first study of this nature done within the South African (a developing country) context.  
 
Further research is needed to quantify (in currency terms) the effect that financial well-being has on 
employees’ work and whether any increase in financial well-being will ultimately reduce the cost of the company.  
This future research could be the final step in convincing management to ensure employees’ financial well-being. 
Future research can also focus on specific practical ways that management can improve employees’ financial well-
being in line with the recommendations of the study. 
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